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ABSTRACT 



This paper, one in a series of information briefs related to 
the Internet and taxation, contains a simplified overview of the Internet and 
a glossary of terms that are commonly encountered in discussing the Internet. 
Terms that are included in this glossary are italicized when they are used 
elsewhere in the paper. A series of questions are asked and answered: What is 
the Internet? Who developed the Internet? How global is the Internet? Why 
"owns" the Internet? Who controls or runs the Internet? What are the 
organizational components that make up the Internet? How is something 
transmitted over the Internet? How does the system know where to send a 
transmission? Is the Internet free? Why is communication over the Internet so 
inexpensive? Is the World Wide Web (WWW) just another name for the Internet? 
How is economic activity affected by the development of the Internet? (AEF) 
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The Internet: A Primer 

The Internet is a complicated and constantly evolving system of interconnected 
computer networks and related equipment, software, and transmission links. The 
Internet has or will have an impact on various public policy issues such as taxation, 
regulated industries, consumer protection, banking, and crime. Because of this, it 
is useful to have a basic understanding of what it is and how it works. This 
information brief contains a simplified overview of the Internet and a glossary of 
terms that are commonly encountered in discussing the Internet. Terms that are 
included in the glossary are italicized when they are used elsewhere in the paper. 
This is one in a series of information briefs related to the Internet and taxation. 



What is the Internet? 

The Internet is a network of computer networks. At the most basic level, the Internet is 
composed of computers, software, routers, switches, and transmission lines. The computers on 
the Internet can talk to each other because they all use a suite of agreed upon networking 
protocols called TCP/IP . 1 

On a more personal level, the Internet is an interactive means of communicating and gathering 
information. In addition to finding information on the Internet, users can respond to and add to 
the information on the system by sending e-mail, posting messages to discussion groups, or 
setting up their own web page. Even the act of getting information is interactive, requiring the 
user to input information on the topic(s) of interest and select Internet sites to visit. 



1 The Federal Networking Council, a group of federal agencies with large investments or stakes in Internet 
activities, defined the Internet as a global information system that (1) is logically linked together by a globally 
unique address space based on the Internet Protocol (IP) or its subsequent extensions/follow-ons; (2) is able to 
support communications using the Transmission Control Protocol/Internet Protocol (TCP/IP) suite or its 
subsequent extensions/follow-ons, and/or other IP-compatible protocols; and (3) provides, uses, or makes 
accessible, either publicly or privately, high-level services layered on the communications and related 
infrastructure described herein. 
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The core of the Internet is the high-capacity transmission lines and routers that move information 
between major connection points around the world. The entities that provide these transmission 
and routing services are called backbone providers. Internet users are connected to each other 
through these backbones and through local and regional networks that connect into these 
backbones. 

Who developed the Internet? 

The Internet (or its predecessors) has been around since the 1970s. APRAnet, designed for the 
U.S. Defense Department, was the first network to use the TCP/IP protocols and the concept of 
packet switching, which is fundamental to the operation of the Internet. It was supplemented by a 
more general network or backbone called NSFnet, a network funded by the National Science 
Foundation (NSF) to provide service to the government and higher education sectors. 

In 1994, because of the increasing commercial use on the Internet, the NSF decided to get out of 
the backbone business. Although the government still maintains its own backbone which provides 
the Internet link to many federal agencies and educational institutions, the vast majority of 
Internet transmissions are now carried by private, commercial backbone providers. 

How global is the Internet? 

According to the Internet Society (ISOC), as of June 15, 1997, 195 countries were connected to 
the Internet and 42 countries were not connected. 2 However, “connected” means different things 
in different countries. In the United States, Canada, and much of Western Europe, local access to 
the Internet exists in most areas. Certain lesser developed areas, particularly some countries in 
Africa, South America, and parts of Asia, may only have Internet access in the country’s capital 
city. Access is often limited by existing telecommunications systems. In some countries the 
government, universities, and big businesses may have access to the Internet but private 
individuals do not. By far the most Internet activity currently occurs in the United States. 

Who “owns” the Internet? 

Nobody and everybody owns the Internet. Different parts of the Internet are owned and 
controlled by different entities and are only part of the Internet because the owners agree to use 
the same standards and protocols. The physical components of the Internet run the gamut from 
the high-speed transmission lines controlled by telecommunications companies to government 
computer networks to privately owned computers hooked up to the Internet via a dial-up modem. 
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2 For information on the specific countries that are connected and the type of connection available, please refer 
to the list on the ISOC web site at: http://www dsoc.org/internet/inffastructure/connectivity/country.html^ 
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Who controls or runs the Internet? 

Unlike standard commercial industries, the Internet is controlled and operated on a complex, 
informal, and cooperative basis. The model for this cooperative control comes from the academic 
and research environment, which is where the Internet was first developed. Entities cooperate in 
this unstructured system because it is in their best interest to do so. 

The closest the Internet gets to a controlling body is the Internet Society (ISOC) which is a 
voluntary group open to all interested persons. The purpose of the ISOC is to promote global 
information exchange through Internet technology. This group is led by a group of “invited 
volunteers” called the Internet Architecture Board (IAB) that is responsible for adopting 
standards and allocating resources. Another subset of the ISOC is the Internet Engineering Task 
Force (IETF) which discusses and finds solutions to operational and technical problems of the 
Internet. Through working groups, the IETF suggests new procedures and standards for 
adoption by the IAB. Anyone can suggest problems for the IETF to study. 

Although the ISOC and IAB adopt standards and methods for how to make the Internet work, 
they have no real authority to enforce the standards. Policing is done on an informal basis. The 
Internet is run essentially by peer pressure. If an entity refuses to play by the accepted rules and 
standards then nobody else will “play with them.” In effect, the other groups that make up the 
Internet refuse to recognize miscreants as part of the system 3 

With the recent growth of the commercial Internet, there is agreement for the necessity of 
establishing a more formal structure for the governing and standards mechanisms so that things 
like address assignment, domain name assignment, and official protocol establishment are better 
defined for fairness and equity. 

What are the organizational components that make up the Internet? 

Figure 1 is a simplified diagram of the physical structure of the Internet, divided into four levels: 

• Internet backbone providers 

• regional networks 

• Internet service providers (ISPs) 

• users 

Internet backbone providers are entities operating major networks of high-speed routers and 
high-speed bulk transmission lines that carry most of the Internet traffic. Internet backbone 
providers may own the transmission lines or lease them from other telecommunications 
companies. Backbones connect with each other at public exchange points called network access 
points (NAPs) which are recognized routing points for the entire system NAPs are distributed all 
over the world. The United States has 1 1 official and unofficial NAPs. A backbone provider may 



3 Vigilante justice is also alive and well on the Internet. One example is the flaming that occurs when a user is 
perceived as violating accepted norms or standards regarding message content or engaging in inappropriate 
commercial activities such as spamming. 



